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SUBJECT: CONVERSATION WITH SIR ROY DENMAN 

REF: STATE 43370 

1. I LUNCHED ALONE MARCH 2 WITH SIR ROY DENMAN. THE 
ESSENCE OF OUR CONVERSATION FOLLOWS: 

2. HAVING ASCERTAINED THAT NEITHER WOLFF NOR ANYONE ELSE 
HAS RECENTLY TALKED TO DENMAN ABOUT DISC AND RELATED TAX 
PRACTICES (REFTEL), I GAVE DENMAN MY VERSION OF ARGU- 
MENTS IN REFTEL. HE SAID HE WAS UNINFORMED BUT TOOK THE 
POINT AND WOULD DISCUSS THE SITUATION WITH LUYTEN AND 
OTHERS. 
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3. APART FROM THAT. WE TALKED MAINLY ABOUT AGRICULTURE 
AND WHAT SHOULD COME FROM THE GUNDELACH VISIT TO WASH 
INGTON, WITH PASSING REFERENCE TO INDUSTRIAL SUBSIDIES 
AND COUNTERVAILING. NEITHER DENMAN NOR I SAID ANYTHING 
ABOUT SAFEGUARDS OR TARIFFS. 

4. DENMAN SAID THEIR PERCEPTION WAS THAT WE WERE FILI- 
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BUSTERING ON DAIRY. I SAID OUR PERCEPTION WAS THAT WE 
WERE BEING NDUCED TO MAKE OFFERS WITHOUT ANY CLEAR 
SPECIFICATIONS FROM THE COMMUNITY AS TO WHAT THEY 
WANTED. I INSISTED IT WAS CRITICAL THAT GUNDELACH MAKE 
Cl .EAR IN WASHINGTON WHAT THE COMMUNITY REALLY NEEDED ON 
DAIRY. DENMAN SAID HE WOULD SO ADVISE GUNDELACH. 

5. I SAID I ASSUMED HE AND GUNDELACH KNEW THAT WE NEEDED 
SUBSTANTIAL IMPROVEMENTS FOR ORANGES, ALMONDS, AND TOBACCO 
AND THAT IF THESE WERE NOT FORTHCOMING. THERE WOULD BE NO 
WAY TO GET CONGRESSIONAL APPROVAL OF THE PACKAGE. FOR 
EXAMPLE, I POINTED OUT THERE WAS ONLY ONE SUBJECT ON WHICH 
THE LARGEST SINGLE CONGRESSIONAL DELEGATION - CALIFORNIA 
WAS AGREED AND THAT RELATED TO CITRUS AND ALMONDS, TO 

SAY NOTHING OF CANNED FRUITS AND DRIED PRUNES. DENMAN 
SAID MY ASSUMPTION WAS CORRECT. 

6. CONCERNING GRAINS, I SAID I CONTINUED TO HEAR THAT THE 
COMMISSION WAS UNHAPPY WITH AMERICAN PERFORMANCE BUT 

NO ONE HAD AS YET EXPLAINED TO ME EXACTLY WHAT THE PROBLEM 
WAS. HE SAID HE UNDERSTOOD THE SAME AND HE THOUGHT THE 
PROBLEM WAS THAT WE WERE PERCEIVED AS BACKING AWAY FROM A 
FEED GRAIN AGREEMENT THAT THEY HAD THOUGHT WAS IMPLICIT 
IN THE BERGLAND-GUNDELACH UNDERSTANDING. I SAID (A) 

I THOUGHT WE HAD HONORED THE EXPLICIT TERMS OF THE 
BERGLAND-GUNDELACH AGREEMENT AND (B ) IT WAS TRUE THAT 
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BERGLAND, HATHAWAY AND COMPANY HAD ENCOUNTERED GREAT RE- 
SISTANCE IN THE AMERICAN AGRICULTURAL COMMUNITY TO THE 
IDEA OF A FEED GRAINS AGREEMENT. I PUT IT TO HIM THAT IF 
THE OMMUNITY WANTED A FEED GRAINS AGREEMENT, THEY COULD 
PROBABLY HAVE IT BUT THE PRICE WOULD UNDOUBTEDLY BE 
STRONG ACCESS COMMITMENTS. IT WAS, THEREFORE, FOR THE 
COMMISSION TO THINK CAREFULLY, IN MY VIEW, AS TO WHETHER 
OR NOT THEIR INSISTANCE ON INCLUSION OF FEED GRAINS IN A 
GRAINS AGREEMENT WOULD IN THE END BE COMPATIBLE WITH THE 
POLITICAL CONSTRAINTS IN EUROPE. 

7. ON MINIMUM-MAXIMUM PRICES, WE AGREED THAT THIS ISSUE 
SHOULD BE CLARIFIED AND HOPEFULLY RESOLVED IN WASHINGTON. 

I SAID THAT IN MY JUDGMENT IT DEPENDED ON WHAT THE 
COMMUNITY REALLY WANTED. IF THEY WERE TO INSIST ON IRON- 
CLAD MINIMUM AND MAXIMUM PRICES, I THOUGHT WE WOULD NEVER 
CONCEDE. ON THE OTHER HAND, IF THERE WERE SOME PRACTICAL 
POINT TO STATE, SUCH AS A LIMIT ON RESTITUTIONS, I 

THOUGHT WE COULD FIND A MUTUALLY SATISFACTORY PRICE 
FORMULATION. 

8. ON COUNTERVAILING SUBSIDIES, DENMAN INSISTED THAT THE 
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COMMUNITY HAD TO ACHIEVE ACCEPTANCE BY THE US OF A 
MATERIAL INIURY REQUIREMENT TO IUSTIFY COUNTERVAIL. HE 
SAID IT WOULD BE CRITICAL FOR BERGLAND AND STRAUSS TO 
SPECIFY WHAT WE HAD TO HAVE IN THE SUBSIDY FIELD TO MAKE 
THIS POLITICALLY ACCEPTABLE TO CONGRESS. HE THOUGHT 
ARTICLE XVI, IF IT WERE REALLY FOLLOWED, SHOULD BE ENOUGH 
AND I SAID THAT WAS RIDICULOUS SINCE THE COMMUNITY WAS 
PRESUMABLY ALREADY BOUND BY ARTICLE XVI. HE SAID THAT IN 
POINT OF FACT XVI WAS IGNORED IN PRACTICE BUT THAT HE 
COULD ENVISAGE GOING SOMEWHAT FURTHER WITH A DEFINITION OF 
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EQUITABLE MARKET SHARES AND SOME POLICING ARRANGEMENTS. 

HE THOUGHT THE LAST ROUND OF MCDONALD-DENMAN TALKS HAD 
OPENED UP SOME POSSIBILITIES IN THE INDUSTRIAL SUBSIDIES 
AREA AND I DID NOT DISAGREE. 

9. FINALLY. MAKING CLEAR THAT I WAS SPEAKING FOR MYSELF 
AND WITH NO AUTHORITY WHATSOEVER FROM WASHINGTON, I 
SUGGESTED TO HIM THAT A SUBSIDIES SOLUTION COULD BE 
STRENGTHENED BY THE ADDITION OF A FINANCIAL CONSTRAINT, 

I.E., THE TOTAL AMOUNT OF SUBSIDIES COULD BE BOUND AND 
HOPEFULLY AGREEMENT ALSO REACHED ON THE GRADUAL REDUCTION 
OF THE OVERALL EXPENDITURE CEILING. HE SAID THE IDEA WAS 
INTERESTING BUT INCOMPATIBLE WITH THE CAP AND THEREFORE 
PROBABLY NON-NEGOTIABLE. HINTON 
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